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Carrier Rates for Interstate Specid Access Services, RM N0.10593 

Dear Ms. Dortch: 

In thc last two wccks. Vcrizon has submitted cxtcnsivc cvidcncc &scribing thc statc of 
competition for highcapacity services in the largest MSAs where Verizon provides service as 
the incumbcnt local exchange carrier. ’ This evidence, which is enclosed, includes detailed maps 
graphically depicting the scope of competition as well as white papers, declarations, and other 
supporting materials and is relevant to this proceeding for the following reasons. 

First, the evidence demonstrates that competing providers are dependent upon 
incumbent special access services to serve customers m these markets. Contrary io AT&T’s 
claims that “the Bells . . . are . . . the only suppliers of high capacity local links to the vast majority 
of buildings . ~ .,” these materials demonstrate that competing providm have deployed their own 
loop and transport facilities to tens of thousands of office buildings in these MSAs. The &et 
realities are that: 

See Letter from Dee May, Verizon, to Marlene H. Dortch, FCC, CC Docket Nos. 01-338, 1 

98-147 and 96-98 at 10,15 (filed June 24,2004); Letter frm Michael E. Glover, Verizon, to 
Marlene H. Dortch, FCC, CC Docket Nos. 01 -338,98- 147 and 96-98 at 19,29 (filed July 2, 

See AT&T Corp. Petition for Rulemakmg to Refom Regulation of Incumbent Local 
2004). 

Exchange Carrier Rates for Interstate Special Access Services, RM 10593, at 2 (filed Oct. 15, 
2002) (“A T&TPetition”). 
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demand for high capacity services is highly concentrated with 80 percent of the 
demand for high capacity services in just eight percett of wire centers; 
competing providers have targeted deployment of their facilities to serve that demand, 
with an average of 20 competitor networks in the top 50 MSAs in the country; 
at least one competing provider has conceded that it earns the “majority of [its] 

“[wlhile [RBOCs] have lots of fiber deployed, I don’t know that they have more 
buildings connected than we do in all cases;” 
AT&T itself operates local fiber that connects to at least 6,400 buildings and tells 
investors that its own network “touches virtually all Fortune 1,000 Companies,” and 
that its core network extends “all the way to the customer premises;” and 
competing providers are using fixed wireless and cable to reach customers, with 40 
percent of large businesses, 29 percent of mid-sized businesses, and 23 percent of 
small businesses using fixed wireless for at least some high-capacity services and 41 
percent of large businesses, 32 percent of mid-sized businesses, and 44 percent of 
small business using cable modem service for some highcapacity services. 

. . .  
lwsB&le-*-- ’’anbha--- 

As this evidence and the maps attached at tabs A, D and E show, competing providers have 
deployed their own facilities wherever significant demad for high capacity services exists. 

Second, the evidence shows that rather than inhibiting competition as AT&T 
Verizon special access is facilitating additional competition for high capacity services. To the 
cxtcnt competing providers have chosen to use incumbent special access services to reach 
customers, they have competed successfully for retail customers of all types and sizes. As the 
maps attached at tabs A, E, and F show, competing providers are using Verizon special access 
services not only to extend the reach of their networks in outlying areas where competing 
facilities have not yet been deployed, but also in areas that have significant deployment of 
competitive facilities. This means that carriers can successfully compete with CLEC-fiber by 
purchasing special access services and using them as the basis for some or all of their high 
capacity services to end-users. These carriers are successfully using special access by 
purchasing these services at steep volume and term discounts of 35 to 40 percent off base rates 
and then using these circuits to provide high-capacity services to their own customers. And 
competing providers are using special access to serve not only large enterprise customers but 
also small and medium-sized businesses such as antique dealers, book stares, Qy cleaners, 
florists, gas stations, hair dressers, and travel agents to name a few. 

Third, other providers not only are able to compete successfully, but actually dominate 
key market segments. Indeed, competing providers such as AT&T dominate the large enterprise 
segment of the market, the most valuable segment of the telecom industry and a market that 
accounts for the vast majority of highcapacity demand. AT&T, MCI, and Sprint account for 
ncarly half of all rcvcnucs from largcr cntcrprisc customcrs and arc thc primary scrvicc providcr 
for nearly three-quarters of larger corporate accounts. In contrast, withii its region, Verizw 
accounts for only 9 percent of the $28 billion spent on network-related service by the 400 
companies with the highest annual telecommunications expenditures. Accordingly, Royce 

AT&T Pctition at 16- 18. 3 
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Holland explains that “[tlhe large corporate enterprise market . . . is all but irrelevant to the 
debate over competition policy because there are no bottleneck facilities.” 

In short, there is extensive competition to provide high capacity services to business 
customers of all shapes and sizes, and the fact that competitors are using special access to 
compete successfully for customers both in areas where competitive facilities have not been 
widely deployed but more importantly in areas where competitive facilities have3GGiiI@lCyeZ- - __ 

and competition is thriving proves that the rates competitors are paying for special access 
services are competitive. Under these circumstances, there simply is no justification for repeal of 
the pricing flexibility relief Verizon has obtained or a return to the rate of return regulation 
AT&T requests. 

~- _____ 

Please do not hesitate to contact me with any questions. 

Sincerely, 

Joseph Mulieri 

Enclosures 

cc: T. Preiss 
s. Morris 
D. Shetler 
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